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INTRODUCTION

Pursuant to Administrative Law Judge Jane L. Rodda’s oral directive to the parties at the
conclusion of the evidentiary hearings in the above-captioned and above-docketed proceeding
(“Instant Proceeding™) on June 17, 2014, Noble Americas Energy Solutions LLC (*Noble
Solutions™) and the Southern Arizona Homebuilders Association (“SAHBA”) hereby submit their

Joint Post-Hearing Brief in the Instant Proceeding.

1L

DISCUSSION

A. Noble Solutions’ and SAHBA'’s Familiarity with Settlement Agreement

Noble Solutions and SAHBA are very familiar with the May 16, 2014 Settlement
Agreement and the related sixty-six (66) Settlement Conditions (collectively “Settlement
Agreement”), which were filed with the Commission’s Docket Control on May 16, 2014 and
received into evidence as Exhibit JA-S during the evidentiary hearing on June 16, 2014. In that
regard, Noble Solutions witness, Greg Bass, and SAHBA’s witness, David Godlewski, participated
in the settlement discussions which occurred on May 5, 2014 at the Commission in Phoenix; and,

each signed the Settlement Agreement on behalf of their respective organizations. In addition,
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both Mr. Bass and Mr. Godlewski submitted pre-settlement and post-settlement prepared Direct
Testimony in the Instant Proceeding; and, such testimony was received into evidence as Exhibits
Noble Solutions-1 and Noble Solutions-2 and Exhibits SAHBA-1 and SAHBA-2, respectively,
during the evidentiary hearing on June 16, 2014,

B. Noble Solutions’ and SAHBA’s General Reasons for Support of the Settlement

Agreement.

As indicated in their respective prepared Direct Testimony in support of the Settlement
Agreement, Noble Solutions and SAHBA support the Settlement Agreement for a combination of
reasons both (i) general in nature and (ii) specific to their respective circumstances and interests.
From a general perspective, the Settlement Agreement reflects the results of good faith and spirited
arms-length negotiations, with the balancing of a variety of interests among parties to the Instant
Proceeding who participated in those negotiations; and, the settlement process was transparent and
fully inclusive of all parties of record.! In that regard, Sections 1.7 and 5.1 of the Settlement
Agreement respectively state:

“The terms of this Agreement are just, reasonable, fair, and in the public interest
in that they provide a just and reasonable resolution of the issues arising from this
Docket and, among other things, establish appropriate conditions to ensure quality
of service by the Regulated Utilities, enhance the financial strength of UNS
Energy and the Regulated Utilities, retain local control of the Regulated Utilities,
improve access to capital for UNS Energy and the Regulated Utilities, and avoid
unnecessary litigation expense and delay.”

and

“This case has attracted a large number of participants with widely diverse
interests. To achieve consensus for settlement, many participants are accepting
positions that, in any other circumstances, they would be unwilling to accept.
They are doing so because this Agreement, as a whole, is consistent with their
long-term interests and with the broad public interest. The acceptance by any
Signatory of a specific element of this Agreement shall not be considered as
precedent for acceptance of that element in any other context.”

I Notably, not a single party has objected to the Settlement Agreement itself, including parties who did not participate
in the settlement discussions. Rather, the City of Nogales’ objection appears to be based upon (i) an asserted breach of
UNS Electric’s and UNS Gas’ Franchise Agreements with the City of Nogales, by reason of a closing of that service
which previously accepted customer cash payments, and (ii) the failure to date of UNS Energy, UNS Electric and UNS
Gas to satisfactorily respond to the City of Nogales’ concern. In that regard, Noble Solutions and SAHBA do not have
a position on this issue. [See Tr. 81,1 10-19 and Tr. 380, 1. 18-20]
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In addition, in their Post-Hearing Brief, UNS Energy Corporation (*UNS Energy”) and

Fortis, Inc. (“Fortis™) have discussed why they believe that Commission approval of the Settlement
Agreement as currently written would be consistent with both the “broad public interest” and the
decision-making criteria set forth in A.A.C. R14-2-803(c). Noble Solutions and SAHBA share
those general conclusions.? While a number of the provisions and conditions in the Settlement
Agreement are not applicable to the specific circumstances and interests of Noble Solutions and
SAHBA, they also are not inconsistent with the same.

C. Noble Solutions’ and SAHBA’s Specific Reasons for Support of the Settlement

Agreement.

/. Noble Solutions’ Specific Reasons

From the perspective of the specific interests of Noble Solutions, the Settlement Agreement
and one (1) of the Settlement Conditions directly address a subject Mr. Bass discussed in his June
2, 2014 prepared Direct Testimony in support of the Settlement Agreement. More specifically, in
that testimony Mr. Bass referred to the previously filed January 24, 2014 prepared Direct
Testimony of UNS Energy’s then Chief Executive Officer, Paul J. Bonavia, in which Mr. Bonavia
discussed challenges and significant issues which confront UNS Energy and the Arizona Utilities
in the near future.> Among the challenges Mr. Bonavia cited were (i) a need “to adapt to changes
in customers” energy consumption needs and expectations,” and (ii) a need *“to offer customers a
broader array of choices in price and quality of service.” Against that background, Mr. Bass and
Noble Solutions suggested that a program similar to Arizona Public Service Company’s current
Rate Schedule AG-1 program should be considered by UNS Energy and Fortis as a part of a broad-

based approach for responding to the challenges mentioned by Mr. Bonavia.

2 UNS Energy and Fortis circulated a draft of their Joint Post-Hearing Brief among the parties of record on July 7,
2014, which Noble Solutions and SAHBA had an opportunity to review in advance of this Joint Post-Hearing Brief
being finalized.

3 Mr. Bonavia's prepared Direct Testimony was admitted into evidence as Exhibit JA-6 during the June 16, 2014
evidentiary hearing.
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As a result of the subsequent settlement negotiations on May 5, 2014, the Settlement
Agreement contains Settlement Condition No. 31, which provides as follows:

“In their next rate cases, TEP and UNSE will propose a pilot program for a ‘buy
through’ tariff available to large light and power and large power service
customers, respectively.”

Noble Solutions is appreciative of this positive response by the settling parties, including UNS
Energy and Fortis. Noble Solutions intends to intervene in TEP’s and UNSE’s respective next rate
cases; and, it looks forward to the opportunity to review and comment upon such “buy through”
pilot program(s) as TEP and UNS Electric will be proposing. In that regard, during the June 17,
2014 evidentiary hearing, UNS Energy’s Chief Executive Officer and President, David Hutchens,
indicated that it is currently estimated that UNS Electric’s next rate case will be filed in 2015,
using a 2014 test period, and TEP’s next rate case will be filed in 2017, using a 2016 test period.*

Noble Solutions believes that the willingness of UNS Energy and Fortis to affirmatively
commit TEP and UNSE to proposing “buy through™ programs in their respective next rate cases is
consistent with that “broad public interest” which the Commission will consider in this proceeding,
incident to determining if the proposed merger should be approved. Further, Noble Solutions
believes that such commitment is also consistent with the testimony of Mr. Hutchens and Fortis’
policy witness Barry Perry to the effect that the Joint Applicants’ intend “to continue to work
constructively with a variety of stakeholders,” including Noble Solutions.’ In fact, each of them
confirmed that Settlement Condition No. 31 was illustrative of such an intent.® In addition, in
response to questions from Judge Rodda, Mr. Hutchens testified that TEP and UNS Electric would
each exert their respective “best efforts to design an appropriate tariff” to implement Settlement
Condition No. 31.7

In addition, Scttlement Condition No. 41(iii) spcaks in terms of UNS Energy and its

affiliates continuing to support and, where appropriate, enhance “economic partnerships” and

4 See Tr. 279, 1. 10-11 and Tr. 279, 1. 12-16, respectively.

5 In that regard, see Exhibit JA-13 at page 12, 1. 3-5; Tr. 280, L. 5-15; and Tr. 120, 1. 8-24.
6 See Tr. 280, 1. 5-15 and Tr. 120, 1. 8-24.

7 See Tr. 338, 1. 7-9.
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“consumer partnerships.” As Judge Rodda observed in her March 10, 2014 Procedural Order

granting Noble Solutions’ request for intervention in the Instant Proceeding, Noble Solutions could

be either
“, . . a potential competitor or business partner with the Arizona Ultilities.”
[emphasis added]

In this instance, with a properly structured and inclusive “buy through™ program or programs,
Noble Solutions believes that the potential for it to “partner” with TEP and UNSE in the future in

serving some of the requirements of some of those companies’ customers for safe, reasonable and

adequate service is quite good.

2. SAHBA 's Specific Reasons

From the perspective of the specific interests of SAHBA and its members, the Settlement
Agreement and several of the Settlement Conditions satisfactorily address certain interests and
concerns that Mr. Godlewski discussed in his June 2, 2014 prepared Direct Testimony in support
of the Settlement Agreement.

One area of interest for SAHBA and its members pertained to TEP’s current line extension
policies. As Mr. Godlewski indicated in his prepared Direct Testimony, a material change in those
policies conceivably could have a detrimental economic impact upon the developer and
homebuilder industries in TEP’s service area, as well as those other businesses and employers
whose economic well-being is dependent upon or influenced by those two industries. Settlement
Condition No. 32 is a recognition of and makes specific provision for this interest of SAHBA and
its members, and states as follows:

“TEP will not propose any material modifications to its existing Line Extension
tariff in its next rate case and TEP will abide by the Line Extension tariff as
approved by, or may be approved by, the Commission.”

From SAHBA's perspective, this language provides in effect that SAHBA and its members
will have (i) advance notice of any material change in its current line extension policies which TEP

might wish to propose at some future date, after its next rate case, and (ii) an opportunity to
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express such position as SAHBA might have with respect to such proposed material change in a
formal proceeding before the Commission before such a change could become effective. In that
regard, given the historic collaborative relationship with has existed between TEP and SAHBA
and its members, SAHBA anticipates that TEP will engage in a constructive dialogue with
SAHBA before reaching a decision as to whether or not to propose a material change; and, during
the June 17, 2014 evidentiary hearing, Mr. Hutchens testified that such advance discussion with
SAHBA is in fact what TEP intends, should TEP have occasion at some future date to consider
possibly proposing a change.?

A second area of interest to SAHBA and its members related to the future size and
composition of the Board(s) of Directors of TEP and UNS Electric. As indicated in Mr.
Godlewski’s April 30, 2014 pre-settlement prepared Direct Testimony, SAHBA and its members
believe that the size and composition of future Board(s) of Directors of those two (2) entities
should be such as to (i) allow for a diverse mixture of background and experience among the
Board members as a whole, and (ii) provide that Board members will be personally familiar with
the business conditions and relationships of the service area in question, with a preponderance of
such members residing in the service areas of those utilities. In that regard, Settlement Condition
No. 37 provides as follows:

“Fortis shall have appointed the Board of Directors of UNS Energy which shall
have oversight over UNS Energy and the Regulated Utilities no later than one
year after the closing. A majority of the directors of UNS Energy shall have and
shall have had permanent residence in Arizona for at least 3 years prior to
appointment. A majority of directors of UNS Energy shall be independent.”

Based upon information acquired from representatives of Fortis and UNS Energy during
the settlement negotiations as to how Fortis intends to determine the size and composition,
including Arizona residency, of future Board(s) of Directors of UNS Energy and the Arizona
Utilities, given Fortis’ future role as the sole sharecholder of UNS Energy, SAHBA and its

members believe that Settlement Condition No. 37 satisfactorily addresses the subject of Board of

8 See Tr. 338, 1. 10-23.
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Director size and composition. Moreover, it is another example of the stated intent of the Joint
Applicants to “continue to work constructively with various stakeholders.”

A third area of interest to SAHBA and its members was continuation of the ongoing
positive and collaborative relationship which has existed for a number of years between TEP and
SAHBA and its membership. Based upon statements made by Fortis and UNS Energy’s
representatives during the settlement negotiations, and given the aforementioned responsiveness of
Settlement Condition Nos. 32 and 37 to other areas of interest to SAHBA and its members,
SAHBA believes that Fortis and UNS Energy intend to both continue and build upon that historic
relationship. Illustrative of that intent is the language of Settlement Condition No. 41(iii), which
provides that UNS Energy and its subsidiaries “shall continue to support, and where appropriate,
enhance (a) existing . . . economic . . . partnerships and (c) consumer partnerships.” Further
illustrative is the testimony of Messrs. Hutchens and Perry as to the Joint Applicants’ intent to
“continue to work constructively with various stakeholders,”!? including SAHBA.

I
CONCLUSION

For both the general and specific reasons discussed in Section II above, Noble Solutions
and SAHBA believe that the Commission should enter an order or other appropriate form of
decision approving the Settlement Agreement as currently written and the merger which it

contemplates.

Dated this 8" day of July 2014.

Respectfully submitted,

L&&»h : R&cﬂn‘g‘\%
Lawrence V. Robertson, Jr.

Of Counsel to Munger Chadwick, P.L.C.

Attorney for Noble Americas Energy Solutions LLC
and Southern Arizona Homebuilders Association

9 See Tr. 280, 1. 16-20 and Tr. 120, 1. 25 - Tr. 121, 1. 7.
10 See, for example, transcript citations set forth in Footnote 4. Also, see Tr. 280, 1. 21-25 and Tr. 121, 1. 8-16.
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The original and thirteen (13) copies
of the foregoing will be filed
the 8" day of July 2014 with:

Docket Control Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

A copy of the same served by e-mail
or first class mail that same date to:

Lyn A. Farmer, Chief Administrative Law Judge
Hearing Division

Arizona Corporation Commission

1200 West Washington Street

Phoenix, Arizona 85007

Jane L. Rodda, Administrative Law Judge
Hearing Division

Arizona Corporation Commission

400 West Congress, Suite 218

Tucson, Arizona 85701

Bradley Carroll

UNS Energy Corporation
88 E. Broadway Blvd
MS HQE910

P.O.Box 711

Tucson, AZ 85702

Michael W. Patten

Roshka DeWulf & Patten, PLC

One Arizona Center

100 East Van Buren Street, Suite 8§00
Phoenix, AZ 85004

Attorneys for UNS Energy Corporation

Patricia Lee Refo

Snell &Wiimer, LLP

One Arizona Center

400 East Van Buren Street; Suite 1900
Phoenix, AZ 85004

Attorneys for Fortis Inc.

Daniel W. Pozefsky

Chief Counsel

Residential Utility Consumer Office
1110 West Washington, Suite 220
Phoenix, AZ 85007

C. Webb Crockett

Patrick J. Black

Fennemore Craig, PC

2394 E. Camelback Road, Suite 600
Phoenix, AZ 85016-3429

Attorneys for Freeport-McMoRan and AECC

Thomas L. Mumaw

Melissa Krueger

Pinnacle West Capital Corporation
P.O. Box 53999, MS 8695
Phoenix, Arizona 85072-3999

Meghan H. Grabel

Arizona Public Service Company
P. O. Box 53999, MS 9708
Phoenix, Arizona 85072-3999

Cynthia Zwick

Arizona Community Action Association
2700 N 3rd St. Suite 3040

Phoenix, AZ 85004

Nicholas J. Enoch

Jarrett J. Haskovec

Lubin & Enoch, PC

349 North Fourth Ave

Phoenix, Arizona 85003

Attorneys for IBEW Locals 387, 769 and 1116

Timothy M. Hogan

Arizona Center for Law in the Public Interest
202 E. McDowell Road, Suite 153

Phoenix, AZ 85004

Attorneys for SWEEP

Jeff Schlegel

SWEEP Arizona Representative
1167 W. Samalayuca Dr.
Tucson, AZ 85704-3224
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Michael M. Grant

Jennifer A. Cranston
GALLAGHER & KENNEDY, PA
2575 East Camelback Road
Phoenix, AZ 85016-9225
Attorneys for AIC

Gary Yaquinto, President & CEO
Arizona Investment Council

2100 North Central Avenue, Suite 210
Phoenix, AZ 85004

Michael A. Curtis

William P. Sullivan

Larry K. Udall

Curtis, Goodwin, Sullivan, Udall
& Schwabb, PLC

501 East Thomas Road

Phoenix, AZ 85012

Attorneys for MEC

Charles R. Moore

Navopache Electric Cooperative

1878 West White Mountain Boulevard
1878 west White Mountain Boulevard
Lakeside, AZ 85929

Peggy Gillman

Manager of Public Affairs and Energy Services
Mohave Electric Cooperative, Inc.

PO Box 1045

Bullhead City, AZ 86430

Joe L. Machado
Michael J. Massee
City Attorney’s Office
777 N. Grand Avenue
Nogales, AZ 85621

Court S. Rich

Rose Law Group pc

6613 N. Scottsdale Road, Suite 200
Scottsdale, Arizona 85250
Attorneys for TASC

Christopher Hitchcock

Law Offices of Christopher Hitchcock
P.O. Box AT

Bisbee, AZ 85603-01 15

Attorney for SSVEC

Jack Blair

Sulphur Springs Valley
Electric Cooperative, Inc.

311 E. Wilcox Drive

Sierra Vista, AZ 85635-2527

Garry D. Hays

Law Offices of Garry D. Hays

1702 East Highland Avenue, Suite 204
Phoenix, AZ 85016

Attorneys for ASDA

Giancarlo G. Estrada

Estrada-legal, PC

One East Camelback Road, Suite 550
Phoenix, AZ 85012

Attorney for SEIA

Janice Alward, Chief Counsel
Legal Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Steven Olea, Director

Utilities Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

COASH & COASH, INC.
COURT REPORTING
1802 N. 7" Street,
Phoenix, AZ 85006
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